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1961 Business Investment and Sales Expectations 

B USINESSMEN plan to spend $34^ 
billion on new plant and equipment in 
1961—a reduction of about 3 percent, 
or $1 billion, from 1960. This invest­
ment, which began to move downward 
after the second quarter of 1960, is 
scheduled to decline further in the cur­
rent quarter and again in the April-
June period. However, the survey in­
dicates an improvement in the latter 
half of 1961. 

The investment anticipations, de­
rived from reports filed by business in 
late January and February in the reg­
ular Commerce-SEC survey, are ac­
companied by expectations of higher 
sales in 1961 over 1960—3 percent for 
manufacturing firms, 4 percent for 
trade companies, and 7 percent for 
electric and gas utilities. 

Kelative changes in expenditures 
from 1960 to 1961 are about the same 
for both manufacturing and nonnnmu-
facturing companies, but there is a 
diversity of change within these broad 
groups. The half-billion dollar, or 7 
percent, decline scheduled by durable 
goods manufacturers is partially offset 
by an anticipated small increase in the 
investment of nondurable goods com­
panies. Almost half of the dollar de­
crease in expenditures expected by 
transportation and commercial firms is 
offset by an investment increase sched­
uled by the public utilities, as maj r be 
seen in the table below. 

Quarterly trends 

Actual expenditures in the final 
quarter of 1960 were at a seasonally 
adjusted annual rate of $35^ billion, 
the continuing decline being attributa­
ble in large part to reduced expendi­
tures by durable goods manufacturers. 
The fourth quarter figure was about in 
line with the anticipation for this period 
reported by business 3 months earlier. 

A cut to a $34K billion rate has now 
been scheduled for the first quarter of 
this year—dominated by reductions in 
manufacturing and rail transportation. 
The figure for the opening months of 
the year is about $)& billion less (annual 
rate) than the initial anticipation for 
this period, with much of the downward 
revision from earlier plans being re­
ported by producers of durable goods. 

Spending in the second quarter is 
expected to go down to $33% billion. 
In this period lower investment of man­
ufacturers, railroads and commercial 
companies is partly offset by a pickup 
in outlays by the public utilities and 

nonrail transportation firms. The ex­
pected rate of investment in the second 
quarter is 7 percent below the recent 
high in the second quarter of 1960. 

Given the anticipation for the full year 
1961 and the expected outlays in the 
first two quarters, a modest rise in 
seasonally adjusted expenditures is 
implied from the first to the second 
half—from an annual rate of about $34 
billion to $35 billion. Manufacturing, 
communications, electric and gas utili­
ties are contributors to this implied 
increase, while commercial firms and 
both the rail and nonrail transportation 
groups report further decreases. 

PLANT AND EQUIPMENT INVESTMENT 
Business Programs Indicate a 3 Percent Decline in 1961 
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Cyclical downturn 

Realization of current investment 
intentions would make the recent cy­
clical downturn in plant and equipment 
expenditures of small magnitude. By 
comparison, seasonally adjusted ex­
penditures fell more than one-fifth 
from the third quarter 1957 peak to the 
third quarter 1958 low point. In the 
post-Korean period the investment 
decline was not severe but las ted longer— 
an 11-percent decline from the peak in 
the third quarter of 1953 to the first 
quarter of 1955. The first postwar 
investment downturn was also sharp— 
a 20-percent decline from the fourth 
quarter of 1948 to the final quarter of 
1949. 

One factor in the comparative mild­
ness of the projected decrease is that 
the preceding recovery in fixed invest­
ment was not vigorous. The cyclical 
peak of $36.3 billion in the second 
quarter of 1957 marked the first time 
in the postwar period that an earlier 
cyclical high—$37% billion in the third 
quarter of 1957—was not exceeded. 
Last year's investment could not be 
judged high in relation to total output: 
it was 7 percent of GNP, or slightly 
higher than the ratios in 1958 and 1959, 
which were postwar lows. By way of 
contrast, plant and equipment outlays 
were about 8K percent of GNP in both 
1956 and 1957, 8 percent in 1953 and 
8K percent in 1948. 

Where investment was high and 
product demand weak last year, as in 
the iron and steel industry, a sharp 
cutback is planned. Other industries 

such as railroads and trucking—which 
were adversely affected by the down­
turn in industrial activity—have also 
scheduled large reductions for 1961. 
As a partial offset, however, are the 
increases reported by industries that 
have experienced a strong growth in 
markets, notably the electric and gas 
utilities. New product development 
and continued technological change, 
coupled with the fact that the fixed 
plant of many businesses does not come 
up to current best practice, and thus 
requires replacement, are other impor­
tant influences that are bolstering 
investment. 

The realization of these business 
investment programs this year, espe­
cially the change from the first to the 
second half of 1961, will depend on the 
course of business activity and the ex­
tent to which this movement approxi­
mates current expectations by business 
of an improvement in sales. The sales 
expectations reported in the latest 
survey call for moderate increases over 
1960, but they imply good-sized in­
creases from current reduced rates. 

It may be helpful to call attention to 
a comparison of actual and anticipated 
changes in expenditures from the first 
to the second half in recent years, in 
terms of direction rather than size of 
change; the experience is mixed. In 
1955, 1956, and 1959, years of rising 
activity, investment increases were 
anticipated and in fact occurred. The 
anticipations of little change and de­
crease that were made for 1957 and 
1958, respectively, also took place, 
though a turning point in total in-

Table 1.—Plant and Equipment Expenditures, 1959-61 

Manufacturing.. 

Durable goods industries 
Nondurable goods Industries.. 

Mining 

Railroads 

Transportation, other than rail.. 

Public utilities 

Commercial and other 

Total 

1950 1060 1061> 
Dollar change 

1959-60 1060-01 

(Billions of dollars) 

12.07 

5.77 
0.20 

.00 

.02 

2.02 

5.67 

10.88 

32.54 

14.48 

7.18 
7.30 

.09 

1.03 

1.04 

5.08 

11.57 

35.68 

14.11 

6.69 
7.42 

.98 

.60 

1.85 

0.22 

10.81 

34.57 

2.41 

1.41 
1.00 

(?) 
.10 

- . 0 0 

.01 

.00 

3.14 

- .40 
.12 

- . 0 1 

- . 4 3 

- . 0 9 

.54 

- . 7 0 

-1.11 

Percent change 

1950-60 1060-61 

(Percent) 

(5) 

(2) 

- 7 
2 

- 1 

- 4 2 

- 5 

10 

- 7 

- 3 

1. Anticipated. 
2. Less than $10 million, or 0.5 percent. 
Note: Details may not add to totals due to rounding. 
Sources: U.S. Department of Commerce, Office of Business Economics, and Securities and Exchange Commission. 

vestment developed in the second half 
of both of these years. Last year, 
however, investment in the closing 6 
months averaged no higher than in the 
first half, instead of increasing as 
projected. The timing of the annual 
survey (roughly February) in relation 
to the particular phase of the business 
cycle has an influence on the formation 
of the anticipations. 

Manufacturing Investment 

Manufacturing firms spent $14K bil­
lion in 1960, about one-fifth more than 
was spent in 1959. Almost every 
major industry reported increased in­
vestment last year, but the total for 
the group fell short of the 1960 projec­
tion as well as the $16 billion that was 
spent in 1957—the previous peak. 

That manufacturers failed to meet 
investment goals projected early in 
1960 reflected demand conditions which 
differed considerably from the broadly 
optimistic anticipations. But the fact 
that expected 1960 investment was 
also less than the earlier high mark, 
even though sales in aggregate reached 
a new high last year, was suggestive 
of a more than adequate capacity 
condition. The brevity of the manu­
facturing recovery—only six quarters 
from the first quarter of 1959 to the 
second quarter of 1960—may be taken 
as another aspect of this same condition. 

Durable goods investment, which 
rose about one-fourth last year, is 
expected to decline about 7 percent in 
1961 but the projected decreases are 
confined to a few industries. The steel 
industry, which last year increased its 
outlays by some $0.6 billion to $1.6 
billion is reducing its investment to 
$1.2 billion this year. It is an aspect 
of the long lead time required for steel 
making facilities tbat investment con­
tinued to rise through the third quarter 
of 1960, even though the steel operating 
rate peaked in January 1960. 

The nonferrous metals industry, no­
tably aluminum, continues to project a 
very low investment rate in 1961, un­
changed from last year. Primary alu­
minum production is at present only 70 
percent of capacity and fabricating pro­
duction still lower relative to capability. 

Both machinery industries expect to 
show little change in investment rates 



J Ia rch 1901 

from last year's levels. For electrical 
machinery, however, this is a record 
rate, reflecting mainly the growth of 
investment in the rapidly growing 
electronics industries. In the other 
machinery group, rising outlays have 
been projected by producers of office 
machinery and computers; producers 
of industrial and other types of machin­
ery expect to decrease investment this 
year. 

The motor vehicle industry is the 
only major durable goods group that 
has projected a rise for 1961—15 per­
cent from 1960. It may be noted, 
however, even on a current dollar basis 
the industry is spending far less than 
it did in 1956, the peak investment 
year, or in 1954, 1955, and 1957. 
Spending by transportation firms other 
than motor vehicles, unchanged from 
1960, is still below 1956 and 1957 
investment rates. 

The stone, clay, and glass industry 
has scheduled a sharp cut in investment 
from 1960, as have the fabricated metals 
industry. Cutbacks in spending for 
new facilities for the cement industry, 
where capacity is considerably in excess 
of demand, are especially sharp. 

Slight rise in nondurables 

Unlike durable goods, investment by 
nondurable goods producers showed a 
steady rise quarter by quarter through 
1959 and 1960. The pattern of in­
vestment projected by these industries 
for 1961 reflects a varied combination 
of growth and cyclical behavior. Three 
main groups in which growth factors 
are most important and which account 
for the largest volume of investment— 
petroleum, chemicals, and food and 
beverages—have all projected increases. 

Table 2.—Plant and Equipment Expendi­
tures of the Petroleum Industry, by 
Funct ion , 1960-61 

SURVEY OF CURRENT BUSINESS 

These more than offset the cutbacks 
that have been planned by textile and 
paper firms, whose outlays have been 
affected by the recession. Spending 
by rubber companies is about un­
changed from 1960. 

Table 2 presents a functional break­
down of petroleum company expendi­
tures, based on reports supplied by firms 
accounting for 80 percent of the in-

PUBLIC UTILITIES 
Plant and Equipment Outlays 

Million $ (ratio scale) 

13 

Production 

Transportation 

Refining and potrochcmicals. 

Marketing 

Other 

Total 

(Billions of dollars) 

1060 1061 ttn-
uctuul ticlpated 

Percent 
chango 

1.50 

.14 

.50 

.42 

.08 

2.61 

1.43 

.14 

.70 

.47 

.00 

2.83 

- 5 

0 

40 

12 

12 

7 
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Electric Utilities *s~~\ ^ 
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Sources: U.S. Department of Commerce, Office of Busi­
ness Economics and Securities and Exchange Commission. 

1947 49 51 53 55 57 59 61* 

Quarter l / Totals, Seasonally Adjusted, at Annual Rates 

* Anticipated 0ala, S E 0 a o f J E 

U. S. Deportment of Commerce, Office of Business Economics 6 I - 3 - 8 

dustry's 1960 investment. The largest 
category—production, which is essen­
tially the well-drilling activity—shows a 
small decrease in 1961. Marketing 
expenditures are scheduled to rise but 
the main increase is expected to occur in 
the refinery category, which also in­
cludes investment in the expanding 
petrochemicals industry. 

The $1% billion projected by tho 
chemicals industry would bring outlays 
in this industry back to the high point 
achieved in 1957. A few very large 
projects are important in this increase. 
Projected outlays by food and beverage 
firms, which were little affected by the 
recession and which enjoyed rising 
prices in 1960, are at the highest point 
in several years, with spending by the 
very largest companies up quite 
sharply. 

Plant versus equipment 

On an overall basis tho relative 
changes from 1960 to 1961 in plant as 
compared with equipment are about 
the same. In durable goods, however, 

plant outlays are expected to fall almost 
one-fifth, while equipment outlays are 
off very slightly. This differs from the 
pattern in nondurable goods, where 
a rise in plant outlays is accompanied 
by a small decrease in equipment 
expenditures. 

A breakdown of planned capital 
expenditures by size of firm in manu­
facturing indicates that as a group the. 
largest firms (assets over $50 million), 
are planning a small rise, which is more, 
than offset by the.decrease scheduled 
by the smaller companies. Last year 
companies of all sizes increased invest­
ment. The increase was relatively 
greater for the largest firms although 
they failed to meet their programs. 

Nonmanufacturing 
Investment 

This year electric utility companies 
have scheduled an 8 percent rise in 
their capital outlays; if realized this 
would bring investment by this industry 
about back to the previous high reached 
in 1958. The increase is concentrated 
in the second half of the year. Sinco 
reporting in this survey is on a company 
basis, it should be noted that these 
figures include some expenditures for 
gas, which this year have the effect of 
raising the overall increase in expendi­
tures somewhat over those based solely 
on electric plant expansion. 

According to trade data all of the 
increase in outlays scheduled for 1961 
will be for transmission and distribution 
facilities. (See table 3.) Generating 
expenditures are expected to be little 
changed from last year and are down 
substantially from the 1958 figure. 
Since the industry's margin of capacity 
over peak loads has been rising in tho 
past several years, as capacity additions 

Table 3.—Plant and Equipment Expendi­
tures by Electric Util it ies, by Funct ion, 
1958-61 

(Millions of dollars) 

Year 

1058 

1050 

1060 

1001 (anticipated).. 

Gener­
ation 

1,870 

1,510 

1,342 

1,325 

Trans­
mission 

008 

554 

537 

688 

Distri­
bution 

1,125 

1,163 

1,300 

1,337 

' Other 

170 

NOTE.—Data refer to investor-owned private utilities. 

Source: Edison Electric Institute, based on Electrical World 
survey. 
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have outstripped the increase in de­
mand, the pressure for new generating 
facilities has been dampened. 

The gas utilities have scheduled a 
rise of about 12 percent over 1960, 
which if realized would be as high as 
the 1957 outlays and would reverse a 
3-year decline. The rise would be 
greater if the gas outlays made by 
electric firms were included. As with 
electric investment programs, a greater 
share has been scheduled for the 
second half of this year. 

Transportation programs reduced 

The planned expenditures of the rail­
roads are down sharply to the lowest 
level in about 15 years; this reflects a 
small reduction in expected road out­
lays and a considerable reduction in 

outlays for equipment. Trucking com­
panies reacted in a similar fashion to 
the 1960 downturn in industrial produc­
tion, making very severe cuts in their 
truck purchases after mid-1960. This 
decline is extending into the first 
quarter of the year. Although a small 
pickup is scheduled thereafter, invest­
ment for the year as a whole is expected 
to be down substantially from 1960. 

Offsetting in part this planned reduc­
tion in the trucking sector of the nonrail 
transportation group are anticipated 
increases in expenditures by the airlines 
and petroleum pipelines. The 1961 
programs of the airlines reflect pri­
marily a catching up on expenditures 
initially scheduled for 1960 but delayed! 
because of financing and production 
problems. A sharp fall in outlays in 
the second half is scheduled. 

Commercial and communications 
investment 

Communications firms are expecting 
to hold 1961 expenditures quite close 
to 1960's record total ; outlays are 
expected to dip somewhat in the first 
half but pick up again after midyear. 
The reduction in spending by com­
mercial companies reflects mainly a 
cut by retail firms. The 1961 programs 
of the largest chains are scheduled to 
exceed those of 1960 but the other firms 
are thinking of a decline in expenditures 
following the first quarter. This may 
be attributable to t6:e uncertainty 
caused by the somewhat poor showing 
in retail sales in the early part of this 
year. Investment by construction firms 
and financial organizations is expected 
a t this time to approximate last year's 
total. 

Table 4.—Expenditures on New Plant and Equipment by U.S. Business,1 1959-61 

(Billions of dollars) 

K \ - v 

Manufacturing 

Durable goods industries 

Primary iron and steel 
Primary nonferrous m e t a l s . . 
Electrical machinery and 

equipment 
Machinery, except electrical-

Motor vohiclos ond cquip-

Transportation equipment, 
oxcluding motor veh ic l e s . . . 

Stone, clay, and glass prod-

Other durablo g o o d s ' 

Nondurable Roods Industr ie s . . 

Toxtilo-mill products 
Paper ond allied p r o d u c t s — 
Chemicals and allied prod-

Potroloum and coal products. 

Other nondurable goods« 

Mining 

Railroads 

Transportation, other than r a i l . . 

Public utilities 

Total 

Annual 

1059 

12.07 

5.77 

1.04 
.31 

.62 

.01 

.64 

.39 

1.44 

6.29 

.83 

.41 

.63 

1.23 

2.40 
.19 
.51 

.99 

.92 

2.02 

5.67 

2.67 

8.21 

32.54 

I960 

14.48 

7.18 

1.60 
.31 

.08 
1.10 

.80 

.42 

.62 
1.56 

7.30 

.92 

.53 

.75 

1.60 

2.64 
.23 
.64 

.99 

1.03 

1.94 

5.68 

3.13 

8.44 

35.68 

1001s 

14.11 

6.69 

1.22 
.31 

.71 
1.13 

1.03 

.42 

.54 
1.34 

7.42 

.09 

.42 
.09 

1.73 

2.83 
.24 
.52 

.98 

.60 

1.85 

G.22 

| l0 .81 

34.57 

1 

Unadjustod 

1059 

Jan.-
Mar. 

2.46 

1.14 

.21 

.07 

.00 

.18 

.12 

.08 

.11 

.28 

1.31 

.10 

.08 

.12 

.26 

.52 

.04 

.11 

.21 

.16 

.41 

1.20 

1 .59 

11.88 

6.91 

1 

A.pr.-
June 

3.02 

1.45 

.27 

.00 

.12 

.22 

.15 

.10 

.14 

.36 

1.67 

.22 

.10 

.15 

.30 

.02 

.05 

.13 

.24 

.26 

.53 

1.47 

.67 

2.12 

8.32 

1 

July -
Sept. 

3.02 

1.44 

.22 

.07 

.13 

.23 

.18 

.10 

.13 

.37 

1.58 

.20 

.10 

.17 

.31 

.03 

.05 

.12 

.20 

.28 

.54 

1.48 

.66 

2.08 

8.32 

Oct.-
Dec. 

3.57 

1.74 

.34 

.09 

.17 

.28 

.10 

.11 

.15 

.43 

1.83 

.22 

.13 

.10 

.30 

.73 

.06 

.15 

.27 

.22 

.55 

1.51 

.75 

2.12 

8.99 

1060 

Jnn.-
Mar. 

3.D9 

1.55 

.33 

.07 

.12 

.25 

.17 

.10 

.14 

.30 

1.54 

.21 

.12 

.10 

.33 

.53 

.05 

.15 

.22 

.25 

.47 

1.18 

.71 

1.98 

7.89 

Apr.-
Junc 

3.76 

1.88 

.42 

.08 

.16 

.28 

.23 

.10 

.17 

.43 

1.88 

.25 

.13 

.18 

.40 

.09 

.00 

.17 

.27 

.29 

.55 

1.42 

.80 

2.19 

9.28 

July-
Sept. 

3.62 

1.80 

.42 

.07 

.17 

.26 

.25 

.10 

.15 

.37 

1.81 

.23 

.14 

.20 

.40 

.03 

.06 

.16 

.25 

.24 

.47 

1.50 

.77 

2.13 

8.98 

O c t -
Doe. 

4.01 

1.95 

.43 

.09 

.23 

.30 

.23 

.11 

.10 

.40 

2.06 

.23 

.14 

.21 

.46 

.78 

.00 

.18 

.24 

.25 

.46 

1.58 

.85 

2.14 

9.63 

1961 

Jan.-
Mar.s 

3.91 

1.40 

. 2 8 

.06 

.13 

.23 

.17 

.00 

.13 

.30 

1.60 

.25 

.13 

.18 

.33 

.52 

.05 

.15 

.21 

.15 

.44 

1.16 

[2.73 

7.70 

1 

Apr.-
Juno 1 

3.50 

1.66 

.33 

.07 

.15 

.26 

.26 

.10 

.14 

.34 

1.84 

.26 

.13 

.18 

.40 

.06 

.06 

.14 

.26 

.16 

.56 

1.46 

2.74 

8.68 

Seasonally adjusted at annual rates 

1950 

Jan.-
Mar. 

11.20 

5.2S 

LOO 
. 3 0 

. 4 5 
: . 8 0 

.55 

.40 

5.95 

.76 

.30 

.55 

1.16 

2.65 

.95 

.65 

1.70 

5.80 

10.35 

30.60 

Apr.-
June 

11.80 

5.75 

L05 
.35 

.50 

.90 

.00 

.40 

6.05 

.86 

.35 

.00 

1.15 

2.40 

.95 

1.00 

2.10 

5.80 

10.85 

32.50 

Ju ly -
Sopt. 

12.25 

5.85 

.00 

.30 

.55 

.05 

.70 

.40 

6.40 

.85 

.45 

.05 

1.30 

2.45 

1.00 

1.30 

2.15 

5.60 

11.05 

33.35 

Oct.-
Dec. 

12.85 

6.15 

1.15 
.30 

.55 

.95 

.75 

.40 

6.70 

.85 

.50 

.70 

1.30 

2.55 

1.05 

.85 

2.15 

5.50 

11.20 

33.60 

1900 

Jan.-
Mar. 

14.10 

7.15 

1.60 
.30 

.00 
1.15 

.80 

.45 

6.95 

.90 

.50 

.70 

1.45 

2.55 

1.00 

1.09 

2.00 

5.76 

11.35 

35.15 

Apr.-
Juno 

14.79 

7.40 

1.60 
.30 

.05 
1.15 

.00 

.40 

7.30 

.00 

.50 

.75 

1.60 

2.70 

1.05 

1.10 

2.15 

6.70 

11.60 

36.30 

July-
Sept. 

14.65 

7.35 

L75 
.30 

.70 
L05 

.95 

.40 

7.30 

.95 

.60 

.80 

1.05 

2.60 

1.00 

1.09 

1.90 

5.66 

11.75 

35.90 

O c t -
Dcc. 

14.40 

6.85 

L45 
.30 

.75 
L05 

.90 

.40 

7.55 

.90 

.55 

.76 

1.65 

2.80 

.90 

1.00 

1.80 

5.70 

11.66 

35.50 

1961 

Jan.-
Mar.» 

13.8 

6.5 

1.4 
. 3 

.7 
1.0 

. 8 

. 4 

7.3 

1.0 
. 6 
. 8 

1.5 

2.5 

1.0 

.7 

1.9 

5.6 

11.6 

34.4 

Apr. -
Juno • 

13.6 

6.5 

1.3 
. 3 

. 6 
1.0 

1.0 

.4 

7.2 

1.0 
. 5 
. 7 

L0 

2.6 

1.0 

.6 

2.1 

5.9 

10.6 

33.8 

1. Data oxcludo expenditures of agricultural business and outlays charged to current account. 
2. Estimates aro basod on anticipated capital expenditures roportod by business In late January and February 1961. Tho estimates for the first and socond quarters of 1961 havo 

adjusted when necessary for systematic tendencies in anticipatory data. 
3. Includes fabricated metal products, lumber products, furniture and fixtures, Instruments, ordnanco, and miscellaneous manufactures. 
4. Includos opparol and rolatod products, tobacco, leather and loathor products, and printing and publishing. 
5. Includes trade, service, finance, and construction. Figures for 1961 and seasonally adjustod data also include communications. 
NOTE: Details may not add to totals due to rounding. Data for earlier years wore published in tho Juno 1056, March 1958, and March 1960 SUHVEY OP CURRENT BUSINESS. 
Sources: U.S. Department of Commerce, Office of Business Economics, and Securities and Exchange Commission. 
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R e a l i z a t i o n o f 1960 P r o g r a m s 

Last year's expenditure of $35% bil­
lion represented an increase of about 10 
percent over 1959, as compared with an 
anticipated increase of about 14 percent 
reported a year ago. In relative terms 
the difference of almost 4 percent was a 
little greater than average, gaged by the 
median experience with the 11 postwar 
annual surveys, and amounted to $1J£ 
billion. 

Expenditures of mining companies, 
railroads, and commercial firms came 
within about 1 percent of their antici­
pated outlays. The largest relative 
deviation, —10 percent, was in the 
nonrail transportation group, where the 
shortfall was primarily attributable to 
the postponement of delivery of some 
commercial jets from 1960 to this year. 
Public utilities spent about 6 percent 
(or $0.4 billion) less than projected, the 
electric utilities falling about 5 percent 

and the gas companies about 8 percent 
below planned outlays. Manufacturers 
spent 4 percent (or $0.6 billion) less than 
expected, with durable goods firms ac­
counting for the greater part of the 
difference. 

As pointed out earlier, most of last 
year's shortfall came in the second half 
of the year; the aggregate for the first 
half of 1960 was only 1 percent or $0.4 
billion at an annual rate below the 
amounts projected in the survey re­
ported last March. Spending in the 
second half was much less—$2.2 billion 
at an annual rate—than implied in the 
initial survey. In durable goods, where 
the downturn had its main effect, spend­
ing was about $1.2 billion below expec­
tations. There was also a large nega­
tive deviation in electric utilities ($0.5 
billion) and smaller downward revisions 
in nonrail transportation, nondurable 
manufacturing, mining, and gas utilities. 

Sales Anticipations 

B U S I N E S S M E N in almost all in­
dustries are expecting an improvement 
in sales in 1961 over 1960, as may be seen 
in table 5. The increases appear rather 
small and stand in marked contrast to 
the large increases which were projected 
for 1960 just a year ago but which fell 
considerably short of realization, as 
indicated below. The 3-percent rise 
projected by manufacturers for 1961 
may be compared with an anticipated 
rise of 8 percent for 1960; the trade and 
utility increases of 4 and 7 percent con­
trast with projected increases for 1960 
of 5 and 9 percent, respectively. 

I t is instructive to see what kind of 
sales changes from the current period 
are implied in the 1961 sales projec­
tions. I t is clear from table 5 that a 
considerable improvement in sales is 
suggested from current rates. For 
manufacturing as a whole sales must 
increase to an average monthly rate 
that would be 10 percent above Janu­
ary, seasonally adjusted; the required 

increase in durables is relatively larger 
since durable sales in January were more 
depressed compared to 1960 than was 
true of nondurables. These changes, of 
course, are averages, which probably 
imply still higher figures for the latter 
part of 1961. In the case of retail trade 
the implied increase from January would 
be about 6 percent. The extent to which 
businessmen take into account the 
seasonally adjusted rate of sales pre­
vailing at the time the sales forecast is 
made is not generally known. 

Last year's sales projections by 
broad industry groups proved to be 
uniformly too high; the 8 percent ex­
pected sales increase from 1959 to 1960 
for manufacturing compares with an 
actual rise of 2 percent. In nondur­
ables the anticipated gain of 6 percent 
may be compared with a realized in­
crease of 3 percent, but in durable 
goods the 10 percent projected in­
crease turned out to be a rise of only 1 
percent; every major industry showed 
a lower figure than expected. 

The high sales projections that were 
submitted a year ago may have been 
influenced by the fact that sales around 
the end of 1959, especially in durable 
goods, were showing very sizable gains 
over year-ago figures, in large part 
because of the inventory rebuilding 
that was taking place following the end 

Table 5.—Manufacturers' Sales Changes. 
1959-60 and 1960-61, and Implied Change 
from January 1961 Rate 

Total 

Durable goods industries'. 

Primary iroi and steel.. 
Primary nonferrous 

Electrical machinery 
and equipment 

Machinery, excopt clcc-

Stone, clay, and glass 

Nondurable goods indus­
t r ies ' 

Food and beverages 
Textile-mill products... 
Paper and allied prod-

Chemicals and allied 

Petroloum and coal 

Percent change 

1950-60 

2 

1 

- 4 

1 

fl 

4 

1 

3 

3 
- 1 

4 

8 

3 

1000-
anticl-
pated 
1901 

Implied, 
Januarv 
1001 i to 

anticipated 
1061 

monthly 
average 

3 10 

2 

- 3 

2 

5 

3 

4 

4 

3 
3 

6 

6 

fl 

13 

25 

10 

5 

5 

8 

7 

3 
12 

4 

9 

4 

1. Seasonally adjusted. 
2. Includes industries not shown separately. 
Sources: U.S. Department of Commorco, OITloe of Business 

Economies, ond Securities and Exchange Commission. 

of the steel strike. The abnormal 
market conditions that prevailed at 
this time may have made a balanced 
appraisal of 1960 markets especially 
difficult. In this respect it is interest­
ing that steel companies projected a 
rise in sales over 1959 of about one-
fourth and actually experienced a drop 
of about 4 percent in dollar shipments. 

Last year lower-than-expected sales 
were associated with reductions from 
planned investment in the case of steel, 
nonferrous metals, electrical and non­
electrical machinery, transportation 
equipment and stone in the durable 
goods industries, and in petroleum and 
chemicals in the nondurables. Excep­
tions to this association, which lias 
worked out fairly well in past years, 
even on a 2-digit industry basis, were 
textiles, food, and paper. 


